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REPORT OF THE DIRECTORS 


OF 


The Cincinnati and Suburban Bell Telephone Company 


For The Year 1948 



The year ended with a net gain of 27,709 telephones, 
compared to 23,574 in 1947. This was the second highest 
station gain in the history of the Company, the record gain 
of 32,718 having been attained in 1946. 

Despite this very large gain, there were unfilled appli' 
cations for 6,803 telephones on December 31, 1948 caused 
by the shortage of outside telephone plant, principally copper 
wire and cable. 

Local and toll calls again reached a new high. Christmas 
Day toll traffic was the largest on record with a total of 
16,904 completed outgoing messages as compared to 15,661 
last Christmas. 
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Total operating revenues for the year were $19,840,737, 
an increase of $1,995,222, or 11.2 per cent, over 1947. 

Total operating expenses, not including taxes, amounted 
to $13,936,563, an increase of $1,941,193, or 16.2 per cent, 
over last year. 

Operating taxes were $2,907,400, an increase of 2.7 per 
cent over 1947. 

In addition, certain taxes levied directly on the users of 
telephone service, which the Company is required to collect 
and remit to the taxing authorities, amounted to $3,997,000 
in 1948, an increase of $501,000 over 1947. Total taxes 
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charged against the Company and those assessed directly 
against the users of the telephone amounted to $6,904,400, 
or about $21.68 per telephone. 

Net income available for dividends amounted to 
$2,652,518 and dividends in the amount of $3,170,565, at 
the rate of $4.50 per share, were declared during 1948, 
the difference, $518,047, being paid from surplus. 



Although shortages of certain materials continued to 
hamper our expansion program, gross plant construction 
reached a new high of $11,114,594, an increase of $1,481,668 
over 1947. After deducting the cost of plant retired, the 
net increase in plant investment was $8,450,339, compared 
with $7,349,947 in 1947. Temporary bank loans are being 
utilized to finance this needed construction. 

Total investment in telephone plant at the end of the 
year was $72,274,672. This was an increase of $21,274,641, 
or 41.7 per cent, since V'J Day. 

During the year construction work on Company buildings 
was in progress at many locations. New central office 
buildings were under construction in Ft. Thomas, Mt. 
Washington and Rossmoyne; additions to community dial 
buildings at Falmouth, Loveland and New Richmond were 
completed and additions to two suburban buildings were 
started in Glendale and Mt. Healthy. Two garages were 
completed and occupied, one in Reading and the other in 
College Hill, while construction of another was started at 
Hamilton. Additional office space, provided by adding 
another floor to the Telephone Annex Garage, adjacent to 
the Headquarters building, has been completed and occupied. 

In addition to the land necessary for the new Hamilton 
Garage, two other sites were purchased during the year for 
future telephone use. One is at Seventh and Plum Streets, 
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adjacent to the existing 209 West Seventh Street building, 
and the other is at Lakeside Avenue and Dixie Highway, 
Lakeside Park, near Erlanger, Kentucky. 

Two new central office names were introduced; CApitol, 
the fifth dial unit in the AVon building, and GArfield, the 
fifth dial unit in the 209 West Seventh Street building. 

Two dial conversion projects were completed; the first, 
LOcust'Shawnee in May, and the second, MOntana* 
HUmboldt in November. As a result, 89.5 per cent of all 
Company telephones were dial operated at the end of the 
year. 



For many years the Company has served radio broad' 
casting stations by furnishing wire circuits for programs 
which originate outside their studios. A new factor has 
entered into the broadcasting picture, namely, television. Two 
systems of portable micro'wave relay equipment have been 
purchased for use in relaying programs from remote points 
of origin to television studios at the request of telecasters. 
Some cables being installed along certain routes in the city 
also have special circuits which can be used for this purpose. 
It is hoped that connections with the East'West television 
network will materialize within a year. 



The year 1948 will be remembered for some of the un' 
usual events which occurred. On July 5, the Company 
observed the 75th anniversary of its incorporation. A charter 
authorizing the City and Suburban Telegraph Association 
to engage in the business of furnishing private line telegraph 
service in the Cincinnati area was granted by the State of 
Ohio on July 5, 1873. From that beginning in the field of 


s 





electrical communications, the Company was prepared to 
improve its service by adopting Bell’s telephone invention 
in 1878, and through the intervening years has continued to 
develop a vital, indispensable public service. 

A Federal Communications Commission order, author- 
izing the use of recording devices in connection with tele¬ 
phone service, became effective August 2, 1948. This order 
provides that telephone customers may use such recording 
devices in conjunction with an automatic tone warning 
device which gives notice to all parties to the telephone con¬ 
versation that the conversation is being recorded, and specifies 
that the automatic signaling device shall be installed and 
maintained by the telephone company. To aid customers in 
recognizing the signal, a descriptive notice was enclosed with 
all telephone bills in August. At the end of the year, 19 of 
these authorized signaling devices were in service. 


UmJ yi/letlal <=rJ-\vatd 


Chester C. Bird, conduit inspector, was presented a 
bronze Vail Medal and cash award of $100 on August 25, 
for “initiative, courage and prompt action which prevented 
possible injury to several persons.” Named in honor of the 
late Theodore N. Vail, a former President of the American 
Telephone and Telegraph Company, these medals are 
awarded to telephone workers, under terms of the Vail 
Memorial Fund which was established in 1920, in recogni¬ 
tion of acts of noteworthy public service. Mr. Bird’s medal 
was the twelfth awarded to our employees by the local Com¬ 
mittee of Award. 
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During the year 60,017 telephones were connected, 
32,308 were disconnected and 22,946 were moved to new 
locations. Telephones in service at the end of the year 
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reached a new high, numbering 330,892, an increase of 
27,709 over December 31, 1947. 

Despite the increase of 27,709 telephones in service, the 
demand continued at a rate which made it difficult to reduce 
the waiting list as fast as management would have liked. At 
the beginning of 1948, there were applications on hand for 
10,600 telephones which could not be filled for lack of fa¬ 
cilities. On December 31, this figure had been reduced to 
6,803, of which 467 were received in 1947, the rest in 1948. 

Overseas service continued to be extended and at the 
end of the year more than 80 foreign countries and terri¬ 
tories could be reached from telephones in the United 
States. 

Operator toll dialing, which enables the originating toll 
operator to dial calls to telephones in distant cities, was in¬ 
troduced in our territory with the conversion of Hamilton 
Exchange to dial service. At first this high speed toll service 
was limited to a few Ohio cities. Many additions to the toll 
dialing network have been made during the year, including 
arrangements which permit operators in Hamilton to dial 
telephone numbers in the New York City area direct. 
Equipment necessary for this particular type of toll service 
is not available in Cincinnati at present but is part of the 
Company's program. 

There was a steady gain in the number of mobile tele¬ 
phones in use during the year, which indicates that this 
service is becoming firmly established as a valuable adjunct 
to the land wire telephone system. At the end of the year 
120 motor vehicles and boats were equipped with tele¬ 
phones, an increase of 20. In addition to customers using 
the general service, private line mobile telephone systems 
were installed for six customers, with a total of 32 mobile 
units. Hearings were held in October before the Federal 
Communications Commission regarding much needed addi¬ 
tional frequency allocations to operate this service, at which 
hearings this Company was represented. No decision has 
been announced. 
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Basic construction projects in the rural portions of our 
territory are practically all completed. As a result, there 
now is an existing pole line within a short distance of every 
prospective rural customer. During the year we had a net 
gain of 1,039 rural telephones. Early in the year the owners 
of the Morgan Telephone Company, serving the south' 
western portion of Pendleton County, Kentucky, indicated 
their desire to abandon operations and petitioned the Citi' 
zens Telephone Company to provide them with service 
from our Falmouth Exchange. At the time, the Morgan 
Company had about 30 customers. A complete canvass of 
the area was made, pole lines were rehabilitated and wires 
connected to the Falmouth Exchange, and at present, more 
than 130 customers in that area are being served. 



There were 3,401 employees on the payroll at the end 
of 1948, an increase of 185 for the year. 

The total payroll for 1948 was $9,438,708, an increase of 
$1,287,698, or 15.8 per cent, over 1947 and an increase of 
$5,433,980, or 136 per cent, over 1940. 

A new contract, covering wages and working conditions, 
was consummated by representatives of Division 46, Com' 
munications Workers of America, and management and 
became effective on July 4. It covers a three year period 
and provides that either party can reopen the agreement 
on the wage issue twice during its term. In addition to 
granting certain changes in working conditions, the agree' 
ment provided for shorter wage schedules which resulted 
in wage increases for many employees. 

On August 16, the Union notified the Company that it 
was exercising its first reopening privilege by giving the 
required 30'day notice of its desire to bargain for wage 
increases. Negotiations, which were to be limited to thirty 
days in accordance with terms of the agreement, opened on 





September 16. Bargaining proceeded in an orderly manner 
and on October 13 an agreement was reached. The local 
Union representatives advised, however, that before they 
could sign it would be necessary for them to obtain 
approval of the CWA Executive Board in Washington. 

When approval was denied by the Washington group, 
Division 46 representatives again conferred with manage- 
ment, at which time they were told that the Company's 
offer, as contained in the proposed schedules, was all the 
Company could justify under the existing conditions. 

Management maintains that its wage offer is just and 
would maintain employees' wages at a level comparable 
with those paid in the area in which it operates. 

On October 21, the Company was notified that the 
Union had filed a petition with the National Labor Rela¬ 
tions Board alleging that certain unfair labor practices had 
been used by the Company. On November 22, in a letter 
to the Union, the Regional Director of NLRB advised that 
no complaint would be issued against the Company since 
it did not appear that there was sufficient evidence of 
violations to warrant further proceedings. The Union has 
since appealed the case to the General Counsel of NLRB. 



Payments of disability and death benefits, which are 
provided without cost to the employees under the Plan for 
Employees' Pension, Disability Benefits and Death Benefits, 
amounted to $159,762 in 1948, as compared to $148,995 in 
1947. In addition, $75,837 was paid for time lost by em¬ 
ployees during the first seven days of absence due to sick¬ 
ness, which period is not covered by the Plan. 

The Trustee of the Pension Trust Fund paid service 
pensions amounting to $200,592 to retired employees. This 
fund is devoted irrevocably to service pension purposes. A 
report of the Trustee is shown on Page 16. 
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As indicated in last year’s report, management has been 
giving careful consideration to and studying the effects of 
the rates established in 1926 upon its operations. 

The results of this study show that during 1948 ex' 
pcnses continued to increase at a greater rate than reve' 
nues. The low earnings which the Company has been ex' 
periencing in a period of extensive business prosperity and 
the greatest expansion in the Company’s history, indicate 
clearly that the existing telephone rates are inadequate to 
meet current operating costs and permit a reasonable profit 
and if such rates are continued in effect, will adversely 
affect the Company’s ability to attract the large amount of 
additional capital which will be required to carry through 
its program of expansion and improvement of telephone 
service. 

In September of 1948, therefore, the Company filed 
with the Public Utilities Commission of Ohio an applica' 
tion for authority to increase its intranstate rates, which 
rates if approved by the Commission will increase the 
Company’s gross revenue in Ohio approximately 17%. 

An application for similar increases in Kentucky is to 
be filed with the Public Service Commission of Kentucky 
in the near future. 

The present local service rates are substantially those 
which have been in effect for more than 22 years, during 
which time there has been no general increase in these 
rates. On the other hand, additional services have been in' 
troduced that have reduced the charges to customers for such 
services. For example, in March 1935 two'party message 
rate residence service was introduced in the metropolitan 
area at a basic rate of $1.00 less per month than the charge 
for two'party flat rate service, and as of December, 1948 
more than 45,000 customers were utilizing this low'cost 
service. In addition, long distance rates have been substan' 
tially reduced since 1926. 
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Many of the same problems of the past several years 
are still facing the Company in 1949. To give exactly the 
type of service desired, at a specified date, to all customers 
is and always will be a prime objective. Steady progress is 
being made in this direction. 

The dial program is being completed as fast as prac' 
ticable. Four new dial exchanges; BRamble, BEechmont' 
Sutton, SYcamore'Orchard and Hlland, are under con' 
struction and are scheduled for completion during the next 
twelve months. A new public office will be completed this 
spring in Hamilton as well as a 43 car garage later in the 
year. 

Although these larger items of the Company’s con' 
struction program can be visualized at their various loca' 
tions, other large amounts of new equipment also will be 
placed in existing exchanges throughout the territory as 
well as cable to interconnect them, in order to give faster 
and better service than ever before. 

The Directors appreciate the cooperation of the cus' 
tomers whose requests for telephone sendee still cannot be 
fully granted, and give assurance that everything is being 
done to fulfill the obligation of the Company to give the 
best possible service. 

For the Board of Directors, 

Bayard L. Kilgour, Jr., 
President. 


February 18, 1949. 





CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Company, 

Cincinnati, Ohio. 

We have examined the consolidated balance sheet of The Cincin- 
nati and Suburban Bell Telephone Company and Citizens Telephone 
Company as of December 31, 1948 and the related consolidated 
statements of income and surplus for the year 1948. Our examina- 
tion was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered neces¬ 
sary in the circumstances. 

In our opinion, the financial statements (pages 11 to 15) present 
fairly the consolidated position of The Cincinnati and Suburban 
Bell Telephone Company and Citizens Telephone Company at 
December 31, 1948 and the consolidated results of their operations 
for the year 1948, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding 
year. 


Lybrand, Ross Bros. & Montgomery 

Cincinnati, Ohio. 

January 31, 1949. 
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FINANCIAL STATEMENTS 


The Consolidated Financial Statements which follow on pages 12 
to 15, inclusive, consolidate the accounts of The Cincinnati and 
Suburban Bell Telephone Company and Citizens Telephone Com¬ 
pany. The latter Company operates the Kentucky properties of The 
Cincinnati and Suburban Bell Telephone Company under a lease 
which provides that all net earnings of the lessee shall accrue to the 
lessor as rent. 

The accounts of these Companies have been maintained in ac¬ 
cordance with Uniform Systems of Accounts prescribed for tele¬ 
phone companies by Federal authorities since January 1, 1913— 
originally by the Interstate Commerce Commission and since July, 
1934 by the Federal Communications Commission. The presently 
prescribed accounting requires, with certain exceptions, that the 
accounts for telephone plant show the original cost of property at the 
time of its first dedication to the public use, whether by the account¬ 
ing company or by a predecessor owner. The total shown for 
‘"Telephone Plant” in the Balance Sheet represents such original 
cost, which is substantially the cost of the plant to the Company. 

H. W. Heckle, 

Comptroller. 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 

Comparative Consolidated Balance Sheet 
ASSETS 

Dec. 31,194S Dec. 31,1947 

Plant and Other Investments: 

Telephone Plant (See page 11)...$72,274,672 $63,824,333 

Land and buildings, rights of way, poles, wire, 
cable, underground conduit, switchboards, 
telephones, office furniture, vehicles, tools, etc. 

At December 31, 1948, this property was 
classified in the accounts as follows: 

Telephone Plant in Service...$70,537,543 

Telephone Plant Under 

Construction _ 1,722,484 

Property Held for Future 

Telephone Use_ 14,645 


Investment in Subsidiary Not Consolidated.. 

Capital stock, at cost. 

Other Investments. 

97,477 

1,000 

65,977 

Total Plant and Other Investments. 

Current Assets: 

72,373,149 

63,890,310 

Cash ... 

1,385,924 

1,993,258 

Temporary Cash Investments. 


500,013 

Special Cash Deposits. 

18,276 

17,015 

Working Funds ... 

29,193 

17,118 

Accounts Receivable ... 

Amounts due for service (less reserve for 
uncollectible accounts), toll settlements, divi' 
dends, rents and miscellaneous items. 

1,904,555 

1,825,404 

Material and Supplies.... 

Principally for construction and maintenance 
purposes. 

907,289 

808,642 

Total Current Assets. 

Deferred Charges: 

4,245,237 

5,161,450 

Prepayments . 

Rents, taxes, insurance, cost of directories, 
and other expenses applicable to periods after 
close of year. 

84,884 

100,475 

Other Deferred Charges... 

58,276 

18,564 

Total Deferred Charges.. 

143,160 

119,039 

Total Assets ....$76,761,546 

$69,170,799 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Balance Sheet 

LIABILITIES 

Dec. 31,1948 

Capital Stock: 

Common Stock ...$35,228,500 

Par value of common stock outstanding. 

(Authorized 1,000,000 shares; outstanding 
704,570 shares.) 

Premium on Capital Stock... 72,756 

Amount received in excess of par value. _ 

Total Capital Stock...... 35,301,256 

Notes Sold to Trustee of Pension Fund ... 109,194 

Demand notes held by Trustee as an invest' 
ment of pension trust funds not presently 
required to meet pension payments—see page 
16. Under present arrangements with the 
Trustee, it is expected that these notes will 
be retired during 1949. 

Current and Accrued Liabilities: 


Notes Payable to Banks.... 6,400,000 

Advance Billing for Service, and CustO' 

mers' Deposits _ 564,557 

Accounts Payable and Other Current 

Liabilities- 2,431,439 

Amounts owing for payrolls, supplies, toll 
settlements, and miscellaneous items. 

Taxes Accrued but not Due.. 2,929,190 

Dividend Declared _ 796,164 

Total Current and Accrued Liabilities 13,121,350 

Deferred Credits _ 3,427 

Depreciation Reserve . 24,065,226 

Provision to meet loss of investment in depre* 
ciable plant upon its ultimate retirement from 
service. 

Unappropriated Earned 

Surplus (Seepage 15)- 4,161,093 


Total Liabilities ...-$76,761,546 


Dec. 31,1947 

$35,228,500 

72,756 

35,301,256 

307,472 


499,107 

2,378,749 

2,511,186 

796,164 

6,185,206 

10,794 

22,687,026 


4,679,045 

$69,170,799 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Income Statement 


Year 1948 

Local Service Revenues...... $15,639,954 

Toll Service Revenues__ 3,443,586 

Miscellaneous Revenues_ 824,477 

Revenues from directory advertising, rents 
and miscellaneous sources. 

Less—Uncollectible Operating 

Revenues_ 67,280 

Provision for revenues which may be 
uncollectible. _ 

Total Operating Revenues. .. 19,840,737 

Current Maintenance _ 4,460,350 

Cost of inspection, repairs, and rearrangements 
required to keep the plant and equipment in 
good operating condition. 

Depreciation Expense _ 2,262,162 

Provision to meet loss of investment when 
depreciable plant is retired from service, based 
on rates for the different classes of property 
which are designed to spread this loss of 
investment uniformly over its service life. 

Represents approximately 3.8% of average 
investment in depreciable plant in service. 


Traffic Expenses _ 3,271,851 

Costs incurred in the handling of messages, 
principally operators' wages. 

Commercial Expenses_ 1,375,103 

Costs incurred in business relations with 
customers; pay station commissions; cost of 
directories, advertising, etc. 

Operating Rents_ 63,092 

Rents for the use of buildings, poles, conduits 
and other facilities. 

General and Miscellaneous Expenses: 

Executive and Legal Departments... 219,595 

Accounting and Treasury Departments.. 840,162 

Provision for employees’ service 

pensions (a) _ 640,740 

Employees’ sickness, accident, death and 

other benefits . 171,625 

Services received under license contract. 255,822 

Other general expenses _ 580,955 

Less: Expenses charged construction.. 204,894 

Total Operating Expenses . 13,936,563 

Net Operating Revenues (carried 

forward) . „$ 5,904,174 


Year 1947 
$14,241,297 
2,869,166 
753,786 


18,734 


17,845,515 

3,544,566 


1,996,673 


3,197,298 

1,178,660 


48,667 


190,797 

719,662 

587,302 

157,070 

251,433 

290,855 

167,613 

11,995,370 


$ 5,850,145 
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The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Comparative Consolidated Income Statement (Continued) 


Year 1948 

Net Operating Revenues (brought 

forward) ...... $ 5,904,174 

Operating Taxes: 

Federal Income Taxes______ 1,505,000 

Other Taxes—principally state, local and 
social security _ 1,402,400 

Total Operating Taxes. _ 2,907,400" 

Net Operating Income _.._ 2,996,774 

Other Income _ 105,088 

Principally interest charged construction. 

Miscellaneous Deductions from 

Income (a)_ 389,595 

Income Available for Fixed Charges.. 2,712,267 

Interest Deductions _ 59,749 

Net Income (b)___$ 2,652,518 


Year 1947 

$ 5,850,145 

1,549,500 

1,281,100 

2,830,600 

3,019,545 

106,944 


395,803 
2,730,686 
16,514 
$ 2,714,172 


(a) Total current accruals for employees’ service pensions amounted to $700,570 for 
1948 and $656,582 for 1947, of which amounts $59,830 for 1948 and $69,280 for 
1947 were charged to Miscellaneous Deductions from Income in order to comply 
with accounting requirements of the Federal Communications Commission. The 
Companies and their independent public accountants consider that these latter 
amounts were, in fact, current operating expenses. An additional amount of $315,000 
for each year was paid into the Pension Fund and charged to Miscellaneous Deduc* 
tions from Income. 

(b) Equivalent to $3.76 in 1948 and $4.15 in 1947 per average share outstanding. 


Consolidated Statement of Unappropriated Earned Surplus 

Year 1948 

Balance — December 31, 1947___ _ $ 4,679,045 

Net Income (from Income Statement)_$ 2,652,518 

Miscellaneous Additions _ 95 

Total Additions _ 2,652,613 

Dividends Declared_ 3,170,565 

Net Decrease _ 517,952 

Balance—December 31, 1948___ $ 4,161,093 
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Trustee’s Report of Pension Trust Fund 

established by 

The Cincinnati and Suburban Bell Telephone Company 
and Citizens Telephone Company 


Balance in Fund—December 31, 1947.—. $ 5,107,530.59 

Additions to Fund During 1948— 

Payments into Fund by Company-$ 1,015,570.00 

Interest Revenue, including gain or loss 

on investments disposed of.... 143,386.14 

Total Additions ___$ 1,158,956.14 

Disbursements for pensions during 1948. 200,591.69 

Net Increase in Fund.. 958,364.45 

Balance in Fund—December 31, 1948.. $ 6,065,895.04 


Comprised of— 

4% Demand Notes of The Cincinnati and Suburban 


Bell Telephone Company___- $ 109,193.71 

Bonds of Bell Telephone Companies.... 1,027,723.90 

U. S. Government Obligations...-. 2,137,900.55 

Public Utility, Railroad and Industrial Bonds.... 2,532,596.30 

Cash and accrued interest not due.. 258,480.58 

Total __-... $ 6,065,895.04 

NOTE: Securities are shown on amortized basis. 


BANKERS TRUST COMPANY, Trustee 


New York, N. Y.—February 3, 1949 


By W. B. DUNCKEL 

Vice President 
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